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IBRD Borrowing in West Germany 


The International Bank for Reconstruction and 
Development has arranged to borrow an additional 
$115 million in U.S. dollars from the Deutsche Bundes- 
bank. Of this sum, $40 million will be for three years 
at 2% per cent and will replace the $40 million 
maturity due July 11 on a previous loan; $75 million 
will be a new loan maturing in one, two, and three 
years, at $25 million each year, and will also bear 


IBRD Loan 


The World Bank on June 13 made a loan equivalent 
to US$37 million in Japan to assist the privately 
owned Kansai Electric Power Company to expand its 
services. The funds will help to finance a hydroelectric 
project on the Kurobe River, which will add 258,000 
kilowatts to the company’s generating capacity. The 
project will enable the company to supply more power 
to the chief industrial area of Japan, including the cities 
of Kobe and Osaka, where the main industries are 
metals, machinery, chemicals, ceramics, textiles, and 
shipbuilding. The Bankers Trust Company and the 
Continental Illinois National Bank & Trust Co. are 
participating in the loan, without the World Bank’s 
guarantee, to the extent of $1,070,000. This represents 
all of the first two maturities and part of the third which 
fall due between November 1962 and November 1963. 

Kansai is one of the largest private power companies 
in the world. Installed generating capacity in Kansai’s 
system is now 2.8 million kilowatts, and output from 
Kansai’s plants account for about one fifth of Japan’s 
total power supply. The Kurobe project is part of a 
program which the company is carrying out to double 
its supplies of power during the next seven years. The 
total cost of the project is estimated at 42.5 billion yen 
(US$118 million). The Bank’s loan will cover expendi- 


interest at 2% per cent. This transaction will bring to 
a net total of $250 million in U.S. dollars the amounts 
loaned by the Deutsche Bundesbank to the World Bank 
since the middle of 1957 (see this News Survey, Vol. X, 
pp. 17 and 113). 

Source: International Bank for Reconstruction and 


Development, Press Release, Washington, 
D.C., June 14, 1958. 


in Japan 


tures, totaling the equivalent of $6.7 million, in West 
Germany, Italy, and the United States; the remaining 
$30.3 million of the loan will finance part of the 
domestic expenditures. 

The loan was made to the Japan Development Bank, 
a government agency which supplies long-term credit 
for industrial development in Japan, and the one through 
which several private companies have borrowed from 
the World Bank on previous occasions. The Japan 
Development Bank will relend the proceeds of the loan 
to the Kansai Electric Power Company. The loan is 
for 25 years and bears interest of 5% per cent, includ- 
ing the 1 per cent commission which is allocated te the 
Bank’s Special Reserve. Amortization will ber a Nv- 
vember 15, 1962. The loan is guaranteed by th 
Government of Japan. 


This is the second loan made by the Bank for the use 
of the Kansai Company. A loan of $21.5 million made 
in 1953 assisted in the construction of a 150,000- 
kilowatt steam power station near Osaka. This plant 
has been in full operation since the end of 1956. 
Source: International Bank for Reconstruction and 


Development, Press Release, Washington, 
D.C., June 13, 1958. 


Borrowing by Federation of Rhodesia and Nyasaland 


The Federation of Rhodesia and Nyasaland has 
arranged to borrow $25 million from the New York 
investment market and the World Bank in a joint 
transaction, which consists of a public offering of 
$6 million, 5% per cent External Loan bonds due 
May 1, 1973, being made by an investment banking 
group headed by Dillon, Read & Co., Inc., and of a loan 
of $19 million by the World Bank. The bonds are being 


offered at a price of 9714 per cent, to yield 6 per cent 
to final maturity. 

The bond issue represents the first public financing 
by the Federation in the United States. The proceeds 
of the issue will provide part of the funds required for 
general development programs in the Federation. The 
Bank’s loan will help to finance a continuing program 
for modernization of the railways. 
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The Bank’s loan is the second it has made to enable 
railway service to keep abreast of economic develop- 
ments in the Rhodesias. Both loans have been made 
for the benefit of the Rhodesia Railways, an agency of 
the Federal Government. The first, of $14 million, was 
made in 1953 to assist a program being carried out to 
enable the railways to meet the growing burdens being 
imposed on them by the rapid development of produc- 
tion and trade after the war. 


In the past two years, the price of copper, the Federa- 
tion’s principal export, had fallen substantially. Recent- 
ly, there has been a reduction in the rate at which the 
economy is expanding, and railway freight traffic is 
expected to grow more slowly in the next few years. 
The railways therefore need to increase the efficiency 
of operations rather than to add substantially to carrying 
capacity... Accordingly, the railroad development pro- 
gram for 1957-62 provides for substantial improve- 
ments and for the extension of centralized traffic control 
over the principal sections of the system. 


Europe 


Sterling Exchange Rates 

The pressure against sterling which usually appears 
in the autumn has come earlier this year through sub- 
stantial buying of dollars by the tobacco companies. 
This buying in anticipation of the U.S. auctions, which 
have not yet begun, suggests that some of the leads and 
lags in payments are still pulling against sterling; how- 
ever, that is not surprising while the rate of exchange 
is near the upper range of sterling’s permitted fluctua- 
tion. In the official market, sterling has weakened 
against dollars, from $2.81%4 to $2.81%, since the 
beginning of June. The oil companies have also been 
buyers of dollars from London. There has been a fairly 
persistent commercial demand for sterling from New 
York, so that commercial supply and demand have 
remained nearly in balance without any intervention 
by the authorities. 

The most marked weakness of sterling has been in 
the transferable market, where the rate fell to $2.7890. 
The main factor in this market has been the arbitrage 
transactions that normally occur when dollars are firm 
in Germany. The dollar rate in Frankfurt has risen 
from DM 4.18% to DM 4.1914, and German dealers 
have found that their cheapest route into dollars is by 
selling marks against sterling and then selling their ster- 
ling in the transferable market against dollars. French 
francs, helped by the seasonal tourist demand and the 
more reassuring political developments, have made an 
appreciable recovery, and the rate against sterling 
improved at one time to F 1,177. 

Source: The Economist, London, England, June 14, 
1958. 
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The Bank’s loan will help to finance expenditures 
under the program in the period 1958-60. The cost 
during that time is estimated at £25 million (US$70 
million), more than half of which will be spent outside 
the Federation. The Bank loan of $19 million (£6.8 
million) will be used to purchase diesel and steam loco- 
motives, equipment for centralized traffic control, rails, 
coaches, refrigerator cars, machine tools, and other 
imported equipment and materials. 

The loan, which will raise the total lent by the Bank 
to the Federation to more than $140 million, is for a 
term of 18 years and bears interest of 5% per cent, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. Amortization will be in 
30 semiannual installments commencing on Novem- 
ber 1, 1961 and ending May 1, 1976. The loan is 
guaranteed by the United Kingdom. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., June 17, 1958. 


End of U.K. Rationing and Price Control for Fuels 

U.K. rationing and control over the prices of coal, 
coke, and manufactured fuels will end in the middle of 
July, and there will be free competition in the retailing 
of these fuels. Thus, the last of the major economic 
controls imposed in September 1939 will be abolished. 
A saving of nearly £1 million a year—the administra- 
tive expenses of rationing and price control—is esti- 
mated. The agreement under which the National Coal 
Board agrees to consult the Minister of Power before 
making any changes in the price structure for fuels will 
remain in effect; and it is understood that, for the pres- 
ent, there is no question of a new price structure being 
submitted to the Government. 


Source: The Times, London, England, June 11, 1958. 


Reduction in Interest Rates of Netherlands Bank 

All interest rates of the Netherlands Bank were re- 
duced by % per cent as of June 14. The official discount 
rate is now 3% per cent. In a statement to the press, 
the Bank said that the reductions were made in view 
of the fairly easy conditions that have prevailed on the 
Amsterdam money market as a result mainly of the 
increase in foreign exchange reserves from f. 40 million 
at the end of April to f. 113 million at the end of May. 
In addition, commercial bank credit to the private 
sector has shown a continued tendency to contract. 


Fiscal Investment Incentives in the Netherlands 

Industrial output in the Netherlands rose by 40 per 
cent between 1952 and 1957, and productivity per 
industrial worker by 23 per cent. Employment in indus- 
try increased by 215,000, or 14 per cent. Originally, it 
had been expected that no more than 105,000 new 
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industrial jobs would be created during this period. 
The increased demand for workers was met as more 
married women and retired persons took jobs and net 
emigration was smaller than foreseen. The volume of 
exports of industrial products increased by 50 per cent. 

In a note on industry submitted to Parliament on 
May 19, in which these developments and the indus- 
trialization policies followed by the Government were 
discussed, the Minister of Economic Affairs stressed 
the need for continued high investment in industry in 
the next few years. The continuous creation of jobs for 
the growing numbers of people entering the labor mar- 
ket each year is essential. A high rate of industrial 
investment is also a necessity, because industry will have 
to keep pace with rapid technological development and 
to prepare itself to compete successfully in the newly 
created European Economic Community. 

Fixed investment in industry, which in the past five 
years has increased steadily in total value as well as in 
relation to gross national income, will probably decline 
by some 10 or 15 per cent in 1958. In view of this 
expected decline and the change in the general economic 
situation during recent months, the Minister proposed 
that certain tax facilities for investment (the so-called 
investment rebate), which were suspended in 1955 and 
1956 in order not to overstimulate the economy, be 
reintroduced as of January 1, 1959 for investments 
effected after May 21, 1958. 


Sources: Ministry of Economic Affairs, Press Release, 
The Hague, Netherlands, May 19, 1958; Her 
Financieele Dagblad, Amsterdam, Nether- 
lands, May 21, 1958. 


Norwegian-Brazilian Trade 

In reply to a question in the Norwegian Parliament 
concerning difficulties in relation to Norwegian exports 
of salted codfish to Brazil, the Minister of Foreign 
Affairs answered that, if the Brazilian authorities should 
follow a policy which would ban Norwegian salted fish 
(Norway’s main export to Brazil) from the Brazilian 
market, the Norwegian Government might consider 
reviewing imports from Brazil, which are mainly coffee. 
However, the Minister stated that, as far as the situation 
could be judged, the difficulties in marketing salted cod- 
fish are not a result of measures which the Brazilian 
authorities have taken especially against this commod- 
ity. The difficulties are due to inflation in Brazil and the 
country’s declining earnings from its coffee exports. 

The Minister believes that, in the present situation, it 
is not possible for Norway to take measures which 
would solve the trade difficulties between the two coun- 
tries. If the Brazilian exchange rate were to be stabi- 
lized at a lower level—and there are certain signs of 
this happening—the Norwegian authorities could hope 
that salted codfish, an important item in Brazilian con- 
sumption, would continue to be sold in that market. 


The Minister also stated that there had been negotia- 
tions, within the framework of GATT, concerning the 
increase in Brazil's duty on salted codfish. These nego- 
tiations have been concluded and an agreement signed, 
but details cannot be made available at present. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, June 11, 1958. 


Revision of Iceland's Exchange System 


Effective May 30, 1958, Iceland’s law governing the 
Export Fund, which provides assistance to the export 
industries, was changed. Under the previous system, 
producers of fish and certain agricultural commodities 
received payments from the Export Fund. The pay- 
ments were based in part on a determined percentage 
of the f.o.b. value of exports of these commodities, but 
they varied with the type of. fish.and the method, of 
fishing. Furthermore, some of the payments were inde- 
pendent of exports and production. 

Under the new system, the payments are higher and 
they are divided into three categories: 55, 70, and 80 
per cent of the f.o.b. value of exports. It is estimated 
that under the previous system the average assistance 
for fish caught by motor vessels was 55.7 per cent of 
the f.0.b. value of exports, and that for fish caught by 
trawlers the average was 42 per cent. Under the new 
system, the assistance will equal 80 per cent for both. 
For herring, the assistance will be 55 per cent for the 
catch off the north coast and 70 per cent for the catch 
elsewhere. Premiums are paid for all exports; for most 
earnings from invisibles, the premium is 55 per cent. 
Foreign exchange transfers arising from the operation 
of the Keflavik airbase are not subject to any premiums. 

Previously, the revenue of the Export Fund was pro- 
vided in part by a 16 per cent tax on the sale of 
foreign exchange for most. imports and invisibles and 
by special import fees on certain imports. Under the 
new system, most imports and invisibles have been 
made subject to an exchange tax of 55 per cent. For 
basic consumer goods, which comprise about 9 per 
cent of total imports, the tax is 30 per cent; this tax 
also applies to transfers of foreign exchange for students 
and for medical expenses. The part of imports that is 
subject to import fees has been sharply reduced; fees 
are now payable only on imports of certain luxury and 
semiluxury goods. These goods are in three categories 
and the fees are 22, 40, and 62 per cent. The license 
fee on exchange for travel has been raised; the tax and 
fee now total 100 per cent of the amount of exchange 
purchased. For imports of automobiles and motor- 
cycles, the license fee has been raised from 125 per 
cent to 160 per cent of the f.o.b. value. 


Sources: Morgunbladid, May 30, 1958, and Proposed 
Law Concerning the Export Fund and Other 
Matters, 1958, Reykjavik, Iceland. 
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Annual Report of German Central Bank 


The 1957 Report of the Deutsche Bundesbank deals 
extensively with problems which arose in connection 
with the external surplus position in 1957. Faced with 
“the antinomy between the requirements of internal 
monetary stability and those of a balanced payments 
position,” the Bank’s actions in relation to the external 
sector covered three distinct areas: (1) steps to coun- 
teract the speculative flow of foreign exchange, which 
had multiplied the actual payments surplus in the 
autumn of 1957; (2) action to reduce liquidity prob- 
lems arising out of the extreme creditor and debtor 
positions of some countries; (3) support of programs 
which would have the effect of reducing the German 
payments surplus for some time to come, insofar 
as such support did not jeopardize the primary task of 
maintaining the internal stability of the German cur- 
rency. 


The speculative inflow of funds originated in the 
belief that the exchange rates of some currencies, includ- 
ing the deutsche mark, would be changed. An appre- 
ciation of the deutsche mark was expected in some 
quarters in the belief that there was a fundamental 
imbalance between the price structure of Germany and 
that of other countries. The Report rejects this notion, 
pointing out that German price movements have differed 
little from those of various other countries since the 
early 1950's, and referring especially to Belgium, Swit- 
zerland, and the United States. In 1956 and 1957 in 
particular, i.e., in the two years when the largest Ger- 
man trade and payments surpluses were recorded, prices 
and the principal cost elements in the Federal Republic 
rose at about the same pace as in the most important 
countries abroad. The Bundesbank therefore main- 
tains that it was not the difference in price movements, 
but a slower rise of domestic demand, that was the 
principal cause of the surplus position in 1956-57. The 
Report points out that the international investment 
boom, which particularly favored German exports be- 
cause of the industrial structure, became most pro- 
nounced at a time, starting in the spring of 1956, when 
domestic expansion was somewhat restrained; there- 
fore, foreign demand could be met more fully. By the 
same token, the Bundesbank maintains that the recent 
slackening of the international expansion has reduced 
demand for German goods—all the more so since there 
are only a few examples left on which to base the con- 
tention of “structural” price advantages of German 
exports. 


The abrupt end of speculative pressure was deter- 
mined, to a large extent, by the coordinated announce- 
ments in September 1957, at the Annual Meeting of the 
International Monetary Fund in Washington, by spokes- 
men for the United Kingdom and the Federal Republic, 
who stated unequivocally that the exchange rates of the 


currencies of both countries would be maintained. The 
Report estimates the total inflow of foreign funds based 
upon speculation and profit considerations at DM 1 bil- 
lion in the first half of 1957 and DM 2.2 billion in the 
third quarter. It thus exceeded substantially the “genu- 
ine” surplus for all transactions recorded during this 
period, which totaled DM 2.5 billion. 

Parallel to its successful attempts to suppress specu- 
lation, and thus to stop and reverse the flow of specu- 
lative funds in the autumn of 1957, the Bundesbank has 
taken steps to alleviate payments difficulties of other 
countries, and thereby reduce tensions arising out of 
the discrepancy between extreme creditor and debtor 
countries. To help bridge temporary difficulties, the 
Bundesbank put short-term funds at the disposal of 
central banks of several other countries; it opened an 
account of £75 million with the Bank of England, from 
which repayment installments of postwar aid are trans- 
ferred to the U.K. Government. It facilitated substan- 
tial advance payments for future imports of defense 
materials beyond the downpayments normally agreed 
upon. Other steps were the purchase of IBRD notes 
($175 million) and the release of the remaining DM 
subscription ($27 million) to the IBRD. 

Germany has also contributed toward easing the 
international liquidity problem by rendering credit and 
financial assistance through such international institu- 
tions as the EPU and the Fund. The credit balance 
with EPU rose further, by $322 million, during 1957. 
The Report also mentions the special EPU credit to 
France of February 1958, to which Germany con- 
tributed $100 million. Since early 1958, substantial 
amounts of DM have, for the first time, been purchased 
from the Fund by member countries. 

As a result of all these transactions, the total sum 
of reserves not freely available rose from DM 3.6 billion 
to DM 6.4 billion during 1957. In other words, of the 
net rise in 1957 of DM 5.1 billion in gold and foreign 
exchange holdings of the Bundesbank, less than half 
(DM 2.3 billion) consisted of gold and freely available 
foreign exchange; the remainder, DM 2.8 billion ($660 
million), consisted of balances and claims which helped 
to improve the liquidity of other countries and inter- 
national institutions. 

In the future development of Germany’s trade and 
payments, a more balanced position may be expected. 
A further outflow of capital, particularly of government 
transfers, is expected. The shift back to Germany in 
the short-term financing of German foreign trade, which 
set in around November 1957, is likely to continue, 
unless a lowering of foreign interest rates leads to 
undesirable interest rate discrepancies between German 
and foreign markets. Another contributing factor con- 
sists of the high prepayments undertaken by foreign 
importers in 1956 and 1957 for future German exports, 
which will reduce actual foreign earnings in 1958. The 
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Bundesbank therefore maintains that even a large trade 
surplus is not likely to yield such a high payments sur- 
plus in 1958. But in the longer run, these special factors 
will have a lesser impact upon the balance of payments 
than the actual balance on goods, services, and capital 
transactions. 

It is expected that exports will not exceed, and may 
even fall below, the very high level of 1957. The triple 
impact of an investment boom, the pressure of infla- 
tionary demand emanating from deficit countries, and 
foreign orders placed prematurely because of exchange 
rate speculation cannot very well repeat itself in the 
current year. The decline of export orders (by 9 per 
cent from the first quarter of 1957 to the first quarter 
of 1958) is cited in support of this contention. The 
present slowing down in the expansion of exports is 
therefore considered quite normal, and the Report states 
clearly that it will not lead to any artificial export pro- 
motion measures by the Government. 

Strong German import demand is now considered 
desirable, since it would help some of Germany’s trade 
partners over their present difficulties and thus secure 
the maintenance of exports at a high level. The devel- 
opment of imports hinges largely upon the expansion 
of domestic activity in the near future, the movement of 
prices, and the official trade policy of the Government. 
Citing the progress made in recent years in liberalizing 
imports and reducing tariffs, the Bundesbank stresses 
that more needs to be done in this direction. Both to 
ease the international payments situation and to secure 
more firmly the German export market, it stresses the 
need to push import liberalization “to the extreme 
limit” and especially to extend it more markedly to the 
nonindustrial sector. The impressive rise in imports of 
finished products has not been quite sufficient to make 
up for opposite factors: rising domestic agricultural 
output, working-down of stocks, stagnating or declin- 
ing imports of semifinished and raw materials, and the 
effect upon the value of imports of the many price 
reductions of imported commodities. But while these 
factors may render questionable any expectations— 
short of a change in official trade policy—of raising 
imports to a level that would offset the over-all surplus, 
the present moderate domestic expansion nevertheless 
seems to assure maintenance of imports at the present 
level. 

The Report underlines the need for better coordina- 
tion of national monetary and fiscal policies in Europe. 
In particular, such coordination is essential for the 
functioning of the European Economic Community and 
for the Free Trade Area. Such “coordination” does 
not and cannot imply the pursuit of similar policies by 
all countries concerned. In the present situation, it 
implies that countries with a strong balance of pay- 
ments position, i.e., especially the Federal Republic, 


should maintain a high level of domestic activity, while 

countries in a deficit position should tighten their mone- 

tary and fiscal policies in order to eliminate excessive 

inflationary demand. 

Source: Deutsche Bundesbank, Geschdftsbericht fiir 
das Jahr 1957, Frankfurt am Main, Germany, 
May 1958. 


Middle East 


Suez Compensation Agreement 
Subsequent to the signing of the Suez Canal Heads 
of Agreement on April 29 by representatives of the 
Government of the United Arab Republic and of the 
Suez shareholders (see this News Survey, Vol. X, 
pp. 349 and 356), further discussion between the 
parties, with World Bank participation, has been held 
in Cairo and in Paris during the past several weeks. As 
a result of these discussions, agreement has been reached 
on the text of a final agreement, providing for the 
implementation of the Heads of Agreement. It is 
expected that this final agreement will be signed about 
mid-July, after the necessary formalities have been 
completed by the parties. 
Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., June 11, 1958. 


Egyptian “Export Pound” Premium 

The Egyptian authorities have announced a further 
reduction in the “export pound” premium applicable 
to purchases and sales of foreign exchange by the 
National Bank (see this News Survey, Vol. X, p. 310). 
The premium is now set at 25 per cent on the par value 
rate of exchange in place of the 27 per cent previously 
in force. The new premium will permit exporters to offer 
corresponding discounts from local prices of up to 20 
per cent instead of 21 per cent. The premium had been 
reduced from 30 per cent to 27 per cent on March 10, 
1958. 


Source: Al Ahram, Cairo, Egypt, June 12, 1958. 
Exchange Restrictions in Saudi Arabia 


Strict measures recently announced to strengthen the 
Saudi Arabian economy include a ban on car imports 
during the next four months. No new foreign !oans are 
to be negotiated, owing to the financial losses which the 
country has suffered. No grants of foreign currency 
will be made to Saudi Arabian tourists or for commer- 
cial contracts requiring foreign currency. The use of 
official exchange is to be restricted to government pur- 
chases and purchases of a few essential commodities, 
and to the payment of foreign technicians serving in 
Saudi Arabia. 


Source: The Times, London, England, June 5, 1958. 





398 


Economic Developments in Iran 


Economic expansion in Iran in 1957-58 was sub- 
stantial, while prices remained relatively stable. Expend- 
itures in local currency by Iran’s Development Plan 
Organization were 43 per cent greater than in the 
previous year; liabilities of the private sector to the 
banking system rose by 46 per cent, local expenditures 
of the oil industry by 25 per cent, ordinary budgetary 
expenditures by 8 per cent, registered private capital 
formation by 40 per cent, exports (excluding oil) by 
19 per cent, imports by 26 per cent, and foreign assets 
by 27 per cent. The expansion in the money supply 
was about 20 per cent, while wholesale prices declined 
by 5 per cent and the cost of living rose less than 1 per 
cent. The stability of prices can be attributed mainly 
to two factors: greater internal production and a liberal 
foreign trade policy resulting in a large increase in 
imports. 

Owing to favorable crop conditions, Iran had no 
need to import wheat. Production of other crops also 
rose considerably, cotton production reaching the un- 
precedented level of 80,000 tons and sugar beet produc- 
tion rising by 20 per cent. The increase in agricultural 
production is also attributed to extensive antipestilence 
and animal disease prevention campaigns, as well as to 
increased mechanization. -Sales of agricultural machin- 
ery amounted to 800 units, a tenfold increase over the 
previous year. The operation of new productive facili- 
ties in such industries as food canning, milk processing, 
sugar refining, textiles, cement, and bottle manufactur- 
ing resulted in a sharp rise in industrial output. Sugar 
refining rose by 20,000 tons, or 26 per cent; textile 
manufactures by 45 million meters; and cement produc- 
tion by 90,000 tons, or 46 per cent. The increase in 
private investment in manufacturing industry is indi- 
cated by the fact that 116 permits were granted for the 
establishment of factories, in contrast to 78 in the 
preceding year. The railroads to Meshed and Tabriz 
were completed; and 1,000 kilometers of roads were 
completed, of which 156 kilometers are paved. Produc- 
tion of crude oil reached 35 million tons, or 34 per cent 
more than in 1956-57; and oil refining increased by 36 
per cent, to 14 million tons. The ten-inch pipeline from 
the southern fields to the Tehran area was completed. 

Exchange receipts totaled $502.8 million: receipts 
from the oil industry accounted for $256.0 million; 
foreign loans and grants for $116.5 million; exports, 
excluding oil, for $98.4 million; invisibles for $25.3 
million; and other items for $6.6 million. Exchange 
payments covered $280.2 million fot commercial im- 
ports, $128.2 million for government and official 
imports, and $34.4 million for invisibles; foreign 
exchange assets therefore increased by $60.0 million. 

Trade and payments agreements were concluded for 
one year with France (January 8, 1958), Italy (Febru- 


INTERNATIONAL FINANCIAL NEws Survey, June 20, 1958 


ary 2, 1958), Czechoslovakia (August 2, 1957), Po- 

land (July 4, 1957), and Hungary (June 12, 1957). 

Source: Bank Melli Iran, Annual Report, 1957-58, 
Tehran, Iran. 


Far East 


Export-Import Bank Loan fo India 


A loan agreement between the Export-Import Bank 
of Washington and the Government of India, extending 
a credit of US$150 million to India, was signed in 
Washington on June 12. The credit, which was orig- 
inally authorized on March 4 (see this News Survey, 
Vol. X, p. 277), is now available for the purchase of 
a wide range of capital goods in various fields. The 
categories of goods can be modified by mutual agree- 
ment. Purchases for private industry in India «under 
the agreement will be made through the normal chan- 
nels, in accordance with import licenses issued by India; 
purchases for government projects will be effected by 
the India Supply Mission in Washington or by the 
Government of India departments concerned. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., June 12, 1958. 


Ceylon’s Foreign Exchange Reserves 


The external assets of Ceylon fell by Rs 26.9 million 
(US$5.6 million) in April 1958, to Rs 917.7 million 
($192.7 million) at the end of the month. The decrease 
was due mainly to heavy payments for essential food 
imports by the Government. 
Source: The Financial Times, 

June 3, 1958. 


Reduction in Rediscount Rate of Bank of Japan 


The Bank of Japan announced a reduction of its 
official rediscount rate to 7.665 per cent, from 8.395 
per cent, effective June 18. This is the first change in 
the official rate since May 1957, when it was raised— 
for the second time in three months—as part of a dis- 
inflationary program to cope with a balance of payments 
crisis. The increase in May raised the rate to the highest 
level since 1901. The Bank has stated that the present 
reduction would encourage commercial banks to reduce 
their interest rates on loans and thus benefit export 
promotion. 


Source: The Journal of Commerce, New York, N.Y., 
June 18, 1958. 


London, England, 


United States 


Business Developments in the United States 


Industrial production in the United States rose more 
than seasonally in May, and the Federal Reserve Board 
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index was 127 (1947-49=100), 1 point higher than 
in April. The rise was due to a small gain in the durable 
goods industries, where output had declined by about 
20 per cent from August 1957 to April 1958. Produc- 
tion of nondurable goods has been relatively stable 
since February at a rate 5 per cent below the Au- 
gust 1957 peak. The increase in durable goods reflected 
a 20 per cent increase in output of automobiles, 
an increase that was maintained in early June. Steel 
ingot production rose from 80 per cent of the 1947-49 
level in April to 89 per cent in May and to 106 per 
cent in early June. Output of furniture and television 
sets also increased, but that of most business equipment 
declined further. 


Housing starts rose more than seasonally from an 
annual rate of 950,000 in April to 1,010,000 in May. 
Recently. liberalized. terms . for , government-supported 
mortgages are believed to have had a favorable effect 
on the housing market. Retail sales in May remained 
unchanged from April and were 3 per cent below the 
peak reached last summer. Sales of new automobiles 
in May were higher than in earlier months this year, 
and dealer stocks dropped sharply. From early May 
to early June, average wholesale prices of industrial 
commodities were stable, while prices of farm products 
declined. 

Total credit at city banks increased by almost $1 bil- 
lion between early May and early June, reflecting 
continued expansion in bank holdings of U.S. Govern- 
ment and other securities. Business loans declined 
further. Free reserves of all member banks averaged 
$480 million over the four weeks ended June 11, slight- 
ly less than the average of the previous four weeks. 
Between the weeks of May 14 and June 11, more 
reserves were absorbed by currency and gold outflows 
and increases in required reserves than were supplied 
to banks, principally through purchases by Federal 
Reserve Banks of U.S. Government securities. During 
May, yields On short-term treasury securities reached 
new lows for the year. Three-month bills declined from 
around 1% per cent to only slightly more than “4 per 
cent. 

Sources: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., 
June 13, 1958; The Wall Street Journal, New 
York, N.Y., June 13, 1958. 


U.S. Stockpiling of Copper 

The U.S. Secretary of the Interior has announced a 
one-year plan for government purchases of up to 
150,000 tons of copper. Purchases will be made at the 
market price, but at no more than 272 cents a pound. 
It is hoped that the program will counteract depressed 
conditions in the market. The estimated cost is 
$68,750,000 and will necessitate appropriation legisla- 


tion by the Congress. The stockpiling program is to be 

a substitute for the copper subsidy proposed in the 

administration program for stabilizing various minerals. 

Source: The Journal of Commerce, New York, N.Y., 
June 11, 1958. 


Latin America 
Wage Increases in Peru 


The Peruvian Government has ordered a general 
increase of wages and salaries as of June 1, thereby 
resolving all collective demands for wage and salary 
increases which are at present pending (except those 
in the process of arbitration); and it has suspended for 
a period of not less than a year the presentation of all 
further wage demands by workers and employees of 
private firms. Wage increases for workers will be cal- 
culated on the basis of 25 per cent for the first S/. 20 
per day, 10 per cent for the second, and 5 per cent for 
the third. A worker earning S/. 60 per day will thus 
receive an increase of $/. 8 (US$0.35), which will also 
be granted to workers whose daily earnings are higher. 
Increases for salaried employees will be calculated on 
a similar basis, with a monthly rate of S/. 500 substi- 
tuted for a daily rate of S/. 20. The increase will there- 
fore be S/. 200 ($8.69) per month for ali employees 
who previously received S/. 1,500 per month or more. 
All increases granted earlier this year will be consid- 
ered as part of the increases now decreed by the Gov- 
ernment. 


Source: Banco Continental, News Letter, Lima, Peru, 
June 6, 1958. 


Estimates of Brazil's Balance of Payments for 1958 


The economic publication, Desenvolvimento & Con- 
juntura, estimates that Brazil’s balance of payments 
deficit will increase to the equivalent of US$350 million 
in 1958, from $145 million in 1957. Exports are fore- 
cast at $1,380 million, compared with $1,365 million 
last year. The value of coffee exports, based on an 
assumed volume of 15.8 million bags of 60 kilograms 
each and an average price of $52 per bag, is estimated 
at $820 million. This presupposes a marked increase 
in volume during the second half of the year, because 
up to May coffee exports were at an annual rate of 
slightly more than 10 million bags. Cotton exports are 
expected to increase this year to $80 million, from the 
low figure of $48 million for 1957. Exports of 120,000 
tons of cocoa, at an average price of 42 cents per pound, 
are expected to amount to $90 million; and exports of 
other products—primarily iron ore, manganese, and 
lumber—are estimated at $390 million. 

Imports are expected to increase to $1,564 million, 
from $1,270 million in 1957. Payments for about $564 
million worth of imports are made through the auction 
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market; $500 million covers imports of the Government 
and of public and private enterprise at preferential 
rates; and $500 million worth of imports do not require 
exchange disbursement. This last group includes about 
$30 million of wheat, $110-120 million of direct invest- 
ments, and $100 million of other self-financed imports, 
such as parts and machinery for the automobile indus- 
try; the remaining $250-260 million is a conservative 
estimate of imports financed by loans and direct invest- 
ments, and is based on the volume of pending applica- 
tions for loan registrations, which amounted at the end 
of 1957 to $650 million. 


Since the deficit on account of services is estimated 
at $461 million, the total current account deficit is $645 
million. Of this total, $552 million is in convertible 
currencies and $93 million in bilateral currencies. Of 
the $500 million of imports to be financed by new 
investments and by credit from suppliers, $380 million 
is in convertible currencies and $120 million in other 
currencies. The current account deficit of $645 million 
is expected to be financed to the extent of $500 million 
by foreign investment; and $120 million is expected to 
become available in foreign exchange converted into 
local currency through the free market. When the 


remaining deficit of $25 million, which is uncovered, is 
added to payments of $325 million for amortization of 
the foreign debt, including sizable developmental loans, 


the over-all deficit becomes $350 million. 


Of this total, only that part which has to be met in 
the official exchange market will affect the reserve posi- 
tion of the monetary authorities or necessitate an 
increase in their indebtedness. An estimate of the 
deficit as distributed between the free and official mar- 
kets is as follows: 

Free Official 
Market Market Total 
(In millions of U.S. dollars) 


Exports — 1,380 1,380 
Imports f.o.b. —1,064 —1,564 
Services -136 —461 
Capital inflow — 620 
Amortization — —325 -325 


Total —205 -145 -350 


The estimated deficit in convertible currencies can 
hardly be financed by using credit lines abroad or by 
drawing on monetary reserves, which were depleted in 
1957. It is not likely that foreign exchange receipts 
can be increased or expenditures on services reduced. 
The cost of servicing the foreign debt is increasing 
rapidly, especially with the carrying out of the invest- 
ment program, which calls for foreign exchange ex- 
penditures of $2.3 billion during 1958-61. 


Source: Desenvolvimento & Conjuntura, Rio de Ja- 
neiro, Brazil, April 1958. 
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Economic Situation in Argentina 


The President of Argentina, in a statement to the 
press on May 21, observed that the economic and finan- 
cial situation in Argentina is critical, owing to inflation 
and external disequilibrium. Total expenditures budg- 
eted for the current fiscal year are M$N 59 billion; 
when other expenses of M$N 17 billion, which are 
awaiting approval, are added, the total becomes M$N 76 
billion. To finance the expenditures, Argentina can 
count on resources of only M$N 45 billion. Thus, unless 
drastic financial measures are taken, the deficit will 
amount to M$N 30 billion. Government expenditures 
have recently risen at a rapid rate, from M$N 38 billion 
in 1955 and M§N 53 billion in 1957. 

The external payments position. is deteriorating rap- 
idly. Gold reserves amount to $125.5 million and 
exchange reserves to $125.3 million—$22.7 million in 
dollars, $27.2 million in multilateral currencies, and 
$75.4 million in bilateral currencies. The gold reserves 
have fallen from $371 million in April 1955. The for- 
eign debt, excluding indebtedness incurred for imports 
by private firms under the deferred payments system, 
was $974 million on April 30, 1958. The weakest 
point in the economy is undoubtedly foreign trade. 
Argentina is currently exporting at an average annual 
rate of $1,000 million and importing at a rate of some 
$1,350 million. This continuous drain hinders the 
process of capitalization. The prices of Argentine raw 
materials have declined at the same time that the cost 
of equipment and of other foreign purchases abroad 
has risen. 

The President stated that measures would have to 
be taken to rectify the situation. A draft of a law gov- 
erning industrial promotion is under study. The Gov- 
ernment has received many suggestions on the invest- 
ment of foreign capital in the country. Rather than 
import goods, the Government prefers the establishment 
in Argentina of factories that produce such goods. 
Source: The Review of the River Plate, Buenos Aires, 

Argentina, May 30, 1958. 
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